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France’s 3% annual tax on real estate assets: new
rules with significant practical impact from 2027
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A recent French law aimed at combating social and tax fraud significantly changes the
compliance rules applicable to France’s 3% annual tax on real estate assets.

They affect exemption conditions, filing obligations and the appointment of a French

representative.

In practice, this means that structures holding French real estate assets or rights should
reassess their filing position and representation arrangements ahead of the 2027 filing

season.

1. The 3% annual tax on French real
estate assets

Under French tax law, French or foreign
entities, as well as other legal
arrangements such as trusts, funds and
similar vehicles, that directly or indirectly
hold French real estate assets or rights
may be subject to an annual tax equal to
3% of the market value of those assets as
at 1 January (Article 990 E and
subsequent of the French tax code).

The regime is primarily designed to
ensure transparency regarding the
ultimate ownership of French real estate
interests. For that reason, most entities
can avoid the tax either by falling within
a statutory exemption or by complying
with specific reporting formalities.

Until now, where an entity could rely on
compliance formalities to remain exempt,
it generally had two options:

file an annual return by 15 May disclosing
the assets held, their value and the
identity of the relevant owners or
beneficial owners; or

enter into an undertaking with the French

tax authorities to provide the same
information upon request of the French
tax authorities, thereby avoiding the
annual filing.

2. Changes introduced by the Ilaw
against social and tax fraud

The law against social and tax fraud,
which came into force on 26 June 2026,
introduces two significant amendments
to the 3% tax regime.

» The  undertaking
abolished

The possibility of remaining exempt by

undertaking to communicate information

to the tax authorities upon request is

removed.

procedure is

» French  representative  must be
appointed where there is no
permanent establishment in France

Where the entity subject to the reporting

obligation has no permanent

establishment in France, it must
designate in its return a person, natural
or legal,



tax resident in France or having its registered
office in France, authorised to receive on its
behalf all communications, procedural
documents and notifications from the French
tax authorities in connection with the 3% tax
audit process.

If no such representative is appointed, the
legal entity closest to the French real estate
assets or rights in the ownership chain and
known to the French tax authorities is
deemed authorised to receive those
communications, whether or not it is itself
exempt.

3. Practical consequences

These amendments require all entities
holding French real estate assets or rights to
review their 3% tax position now if there are
exempt according to a compliance formality.

In practical terms:

* entities which previously relied on the

exemption position. The 2027 return must
be filed by 15 May 2027;

* non-French entities without a permanent
establishment in France must ensure that
a French representative is appointed.

This point should not be underestimated. The
representative must be able to receive,
monitor and react promptly to all
correspondence from the French tax
authorities. If deadlines are missed, the
entity may lose its exemption and become
lioble to the 3% tax. In the absence of a
properly appointed representative, the
deemed recipient may not react in time,
creating a significant procedural and tax
risk.

A timely review of the structure, the
applicable exemption conditions and the
filing can therefore avoid unnecessary risk
and administrative friction.

If you hold French real estate directly or
indirectly, our team can help assess the
impact of the reform and support the steps

undertaking mechanism will need to
comply with the annual filing requirement
from 2027 in order to preserve their
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